


The Company 


Commodore International Ltd. is a fully integrated manu¬ 
facturer of advanced microcomputer systems, consumer 
electronics products, semiconductors and office equip¬ 
ment. Manufacturing facilities are located in North 
America, Europe and the Far East. Marketing is worldwide 
Research expenditures comprise more than 5% of sales 
and are devoted primarily to the development of new 
products using solid state integrated circuitry, computer 
technology and consumer electronics. 


About the Cover: Processing silicon wafers 
in MOS Technology’s new 4-inch wafer fur¬ 
nace is only one step in the manufacture of 
large-scale integrated (LSI) circuits.. .cir¬ 
cuits that contain up to 64,000 bits of informa¬ 
tion on a single semiconductor chip. De¬ 
veloping these chips is difficult and complex 
but Commodore does it, and the solutions 
appear in virtually every product we make. 
This year, in addition to meeting our own 
internal requirements we also supplied major 
outside customers with RAMs, ROMs, 
microprocessors, timekeeping circuits 
and more. 









Financial Highlights 


% Change 


Year Ended June 30 

1980 

1979 

1978 

1980 vs. 1979 

Net Sales 

$125,600,000 

$71,100,000 

$50,200,000 

+ 76.7% 

Gross Profit Margin 

40.3% 

32.5% 

30.5% 

— 

Net Profit Margin (i) 

12.9% 

8.4% 

6.8% 

— 

Net Income (i) 

$ 16,200,000 

$ 6,000,000 

$ 3,400,000 

+ 170.0% 

Shareholders’ Equity 

$ 35,500,000 

$20,800,000 

$12,300,000 

+ 70.7% 

Earnings Per Share (i )( 2 ) 

$ 4.68 

$ 1.86 

$ 1.08 

+151.6% 

Average Shares Outstanding ( 2 ) 

3,465,000 

3,240,000 

3,157,000 

— 

Quarterly Earnings Per Share (i)( 2 ) 

1979-80 

1978-79 

1977-78 


September 30 

$0.90 

$0.36 

$0.23 


December 31 

$0.91 

$0.43 

$0.25 


March 31 

$1.14 

$0.45 

$0.27 


June 30 

$1.73 

$0.62 

$0.33 



Net Sales (In thousands) 


Net Income Before Extraordinary Items 

(In thousands) 


Earnings Per Share Before Extraordinary Items 

(In dollars) 



(1) Includes credit for reversal of United Kingdom (U.K.) taxes of $1,700,000 ($0.50 per share) in fiscal 1980 and excludes extraordinary items. 

( 2 ) All per share figures adjusted for stock splits made during fiscal 1980. 
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PRESIDENT’S LETTER 


C ommodore International Lim¬ 
ited ended Fiscal 1980 with the 
highest revenues and net 
income in the Company’s 22 year 
history. This outstanding record of 
growth is a direct result of our care¬ 
fully planned involvement in several 
vertically-integrated technologies, 
coupled with our highly successful 
worldwide marketing organization 
and continued extensive invest¬ 
ment in new product research and 
development. 

Sales for the fiscal year ended June 
30 were $125,600,000, an increase 
of 77% over fiscal 1979’s revenues of 
$71,100,000. Net income before 
extraordinary items rose 170% to 
$16,200,000 compared to last year’s 
record profits before extraordinary 
items of $6,000,000. On a per share 
basis, net income before extraordi¬ 
nary items totalled $4.68 (including 
$.50 from reversal of U.K. taxes) ver¬ 
sus $1.86 in fiscal 1979. (All per share 
figures have been adjusted for two 
stock splits during fiscal 1980.) 

The Financial Highlights on page 1 
graphically illustrate Commodore’s 
record of growth. We fully anticipate 
maintaining this trend in the future 
and are well positioned to do so. 

Prior to Commodore’s develop¬ 
ment into a fully integrated manufac¬ 
turer of computer systems and con¬ 
sumer products in 1977, the Com¬ 
pany was a successful but limited 
participant in its industry, and the 
financial results over the years re¬ 
flected the Company’s fundamental 
limitations. The decision to become 
fully integrated, to the extent of man¬ 


ufacturing products developed by 
our own research and development 
and marketed through our world¬ 
wide sales and service organization, 
has thrust Commodore into a leading 
position in its principal markets. Our 
financial results over the last several 
years bear witness to the success of 
our redirected product manufactur¬ 
ing and marketing emphasis. 

Commodore today is divided into 
four basic operating divisions: Com¬ 
puter Systems, Consumer Products, 
Electronic Components, and Office 
Equipment. Each of these divisions is 
reviewed in detail on subsequent 
pages of this Report. 

The Computer Systems Division 
“created” the personal computer in¬ 
dustry with the introduction of the 
PET® computer three years ago. The 
outstanding world-wide acceptance 
of this pioneer computer and its pe¬ 
ripheral equipment prompted Com¬ 
modore to invest extensive resources 
in research and development of new 
computer products. Several of these 
new products were introduced in fis¬ 
cal 1980, with more to come in the 
current fiscal year.Consequently, in 
the foreseeable future we expect the 
Computer Systems Division to remain 
the primary contributor to Commo¬ 
dore’s sales and earnings growth. 

The Consumer Products Division 
manufactures such items as elec¬ 
tronic calculators and watches, but 
the Division’s most exciting new 
product in recent years is our pro¬ 
grammable electronic thermostat. 
This energy controlling device, first 
introduced to the consumer public 


Management Report 
Id Shareholders 


in June 1980, has met with an en¬ 
thusiastic response. The thermostat 
is anticipated to be our strongest sell¬ 
ing consumer item, although several 
other new products are scheduled for 
fiscal 1981. 

One of Commodore's major 
strengths as a company is our ability 
to design and produce electronic 
components used in our own com¬ 
puters and consumer products. This 
vertical integration of technologies is 
not only cost efficient from a man¬ 
ufacturing standpoint, but also fuels 
our research efforts to develop new 
and innovative products. This year, 
the Electronic Components Division 
greatly expanded its capacity to pro¬ 
duce semiconductor components, 
CMOS modules and liquid crystal 
displays. Despite a doubling of 
our internal requirements for semi¬ 
conductor devices, our increased 
capacity enabled us to provide large 
shipments to outside customers 
during the last half of the fiscal year. 
Continuing demand for electronic 
components—and our ability to meet 
that demand—leads us to expect 
further growth from this Division in 
fiscal 1981 and beyond. 

The Office Equipment Division 
manufactures primarily budget- 
priced steel office equipment in Can¬ 
ada, and reported another record 
year in sales and earnings in fiscal 
1980. Continuing heavy demand 
for this division’s products prompted 
a major capital expenditure/ 
automation program begun this 
year and scheduled for completion 
during fiscal 1981. 









Performance Measurements Fiscal Years Ended June 30th 


Commodore continues to evolve. 

In marketing, our success is well- 
documented. Our philosophy of pro¬ 
viding close geographic support to 
our strategic markets internationally 
has helped us to become the multina¬ 
tional company we are today . . . and 
will help us become even stronger in 
the future. 

In manufacturing, as in marketing, 
we are beginning to “localize” our ac¬ 
tivities in key locations around the 
world. In 1981 we will establish pro¬ 
duction facilities to manufacture 
computer products in both Europe 
and Japan and will explore the feasi¬ 
bility of establishing a new semicon¬ 
ductor facility in an overseas market. 

Financially, Commodore has never 
been stronger. We have the financial 
resources to support all areas of de¬ 
velopment. Our current customer 
demand, based upon existing prod¬ 
ucts, remains strong. This, combined 
with several new products we intend 
to introduce leaves us highly optimis¬ 
tic for another record year. 

To everyone associated with 
Commodore—employees, custom¬ 
ers, suppliers, shareholders—thank 
you for your continuing support and 
for helping to make this an exciting, 
successful organization. 

Sincerely, 


Net Profit Margin Before Extraordinary Items 

(Percent) 


12 . 9 % 0 ) 


Return on Average Shareholder’s Equity 

(Percent) 


57 . 5 % (1) 



(1) Includes reversal of U.K. taxes in fiscal 1980. 

The Charts above are key indicators of the strength and growth of Commodore International. 

The increase in net profit margin derives from Commodore’s continued strong 
emphasis on maximum productivity and effective cost control. 

Commodore’s return on average shareholders equity has also risen substantially in the 
past four years and at 57 . 5 % is currently among the highest return for any publicly owned 
corporation. 














COMMODORE’S INVESTMENT IN THE FUTURE 


Commodore 

Worldwide 


Computer Systems (66% of Sales) 

T he Computer Systems Division 
was again the largest contrib¬ 
utor of revenues in fiscal 1980, 
accounting for 66% of sales com¬ 
pared to 49% last year. These results 
confirm our decision several years 
ago to introduce and market the 
world's first self-contained personal 
computer system, the PET®... and 
subsequently the CBM business 
computer. 

The fourth quarter introduction of 
our new “CBM 8000 Series” business 
computer along with continuing 
strong sales of the PET® enabled us 
to increase our dominant position in 
the worldwide microcomputer mar¬ 
ket. .. although the true impact of the 
new computer will not be felt until fis¬ 
cal 1981 when we begin marketing 
this product as a total business “sys¬ 
tem” with additional peripherals 
and software. 

To keep pace with our dramatic 
expansion and prepare us organiza¬ 
tionally for continued smooth growth 
in the future, we have completely 
reorganized our computer systems 
division. Operations and marketing 
have been moved with our execu¬ 
tive headquarters to Valley Forge, 
Pennsylvania; manufacturing, engi¬ 
neering and research & development 
will remain at Santa Clara, California. 
New support personnel have been 


▼ 


added to develop untapped vertical 
markets in the United States. In June, 
we converted our U.S. private dis¬ 
tributor system to a network of Com¬ 
modore owned and operated dis¬ 
tribution centers, providing better 
control of the distribution process 
and closer geographical support to 
our dealers and customers. 

As the leading supplier of micro¬ 
computers in Europe, it was appropri¬ 
ate for us to initiate a manufacturing 
activity on that continent. Conse¬ 
quently, we’ve acquired a 90,000 sq. 
ft. manufacturing plant in 
Braunschweig, West Germany, 
where we will eventually manufacture 
Commodore computers sold in our 
European markets. The production 
efficiencies of engineering and man¬ 
ufacturing a European product in a 
European location are obvious. 

Electronic Components 
(15% of Sales) 

Commodore’s Electronic Compo¬ 
nents Division manufactures micro¬ 
processors, general logic and 
timekeeping circuits, NMOS and 
CMOS LSI semiconductors, liquid 
crystal displays (LCD’s), Random 


Access Memory (RAM) and Read 
Only Memory (ROM) chips. The 6502 
microprocessor developed by our 
MOS Technology subsidiary has be¬ 
come an industry standard used in a 
wide variety of microcomputers, in¬ 
cluding the PET/CBM. Our liquid 
crystal displays and CMOS chips are 
used primarily in watch modules sold 
to the Hong Kong/Far East market. 
Our RAMs and ROMs are used in 
computer memory systems, both 
internally and by outside customers. 

This year, MOS Technology began 
producing a 64K ROM ... a 
semiconductor device which can 
store up to 64,000 separate bits of 
information on a single compo¬ 
nent. Industry sources report that 
worldwide sales of ROM devices 
alone are expected to more than 
double by 1982, to $2 billion. 
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Frontier Manufacturing, which 
designs and produces low-power 
CMOS chips used primarily in 
watches, calculators and potentially 
handheld games and battery-driven 
computers, also supplies a high 
growth market. Future demand for 
multi-function low-power CMOS 
chips is expected to increase 
dramatically. 

In response to the soaring demand 
for electronic components—and our 
own rising needs—we launched a 
major expansion program through¬ 
out the division to increase our pro¬ 
duction capacity. As a result, this year 
we not only met our internal require¬ 
ments for semiconductor devices (up 
100% from last year) but began sup¬ 
plying outside customers on a regu¬ 
lar basis during the last half of the 
fiscal year. 




Commodore's Optoelectronics 
subsidiary which manufactures liq¬ 
uid crystal displays (LCD’s) for 
watches and calculators, also quad¬ 
rupled its capacity this year. Durabil¬ 
ity to produce LCD's has provided us 
with an important technology which 
we can apply not only to watches 
and calculators but also to energy¬ 
controlling products and even com¬ 
puters. This is another example of 
vertical integration, and another 
area where every new development 
suggests a potential new product. 

Consumer Products (9% of Sales) 

The Consumer Products Division 
maintained its market position de¬ 
spite adverse conditions in the watch 
and calculator industries, caused by 
recessionary factors and a tempo¬ 
rary market saturation. In 1981, the 
division will introduce a new line of 
watches and calculators which com¬ 
bine “state of the art” technologies 
with aesthetic and functional design, 
aimed at recapturing a larger share of 
these highly competitive markets. 


An area which we view as a major 
high-growth market in the coming 
decade is energy conservation elec¬ 
tronics. We are currently drawing 
upon our expertise in microelec¬ 
tronics and other technologies to 
produce an entire line of energy re¬ 
lated products for introduction during 
fiscal 1981 and beyond. 

The first product in this category is 
our Commodore “energy computer,” 
a programmable electronic thermo¬ 
stat which can reduce the cost of 
heating/cooling a home or office by 
up to 30 percent. The energy com¬ 
puter is expected to have a signifi¬ 
cant impact on consumer product 
sales in the coming fiscal year. 

Office Equipment (10% of Sales) 

Sales of our Canada based Office 
Equipment Division reached record 
levels in fiscal 1980. This division is 
the number one producer in Canada 
of budget-priced steel office equip¬ 
ment, and also manufactures a 
variety of OEM consumer products. 
The popularity of low-priced office 
furniture in a recessionary year, and 
the ability of this division to produce 
and sell a variety of products not only 
in Canada but in other countries as 
well suggests higher sales again in 
the coming year. 













COMMODORE'S INVESTMENT IN THE FUTURE _ 

Research and 
Development 




is another “hybrid” product which in¬ 
corporates multiple technologies. 

In our Electronic Components Di¬ 
vision, research is focused on de¬ 
veloping new products like MOS 
Technology’s 64K ROM and Video 
Interface Chip, Frontier Manufactur¬ 
ing’s “melody” chip and other low 
power multi-function CMOS chips, 
and multi-function liquid-crystal dis¬ 
plays provided by Optoelectronics. 
Considerable effort is also devoted to 
new semiconductor technologies 
such as CMOS silicon gate which 
represent “state-of-the-art” in the 
industry. 

In 1981, MOS expects to begin rep¬ 
licating its NMOS products in CMOS 
Sl-gate form. CMOS (complementary 
metal oxide semiconductor) is a 
low-power semiconductor currently 
used in battery powered watches, 
calculators and games, which may 
eventually provide the basis for bat¬ 
tery powered “hand held” comput¬ 
ers. 

CMOS may be produced via metal 
gate or silicon gate. Frontier Man¬ 
ufacturing is expected to augment its 
CMOS metal gate products with 
CMOS silicon gate during the coming 
year. 

Commodore’s success is founded 
on a strong research and develop¬ 
ment effort, and we are committed to 
maintaining our position as a leader 
in the development of new 
technologies and the products they 
inspire. 

These important activities—and 
achievements—are a tribute to our 
outstanding research staff, which is 
decentralized into several creative 
engineering teams within our operat¬ 
ing divisions. This decentralization 
provides us with a wealth of new 
product ideas from several “inde¬ 
pendent" sources and enables us to 
tie R&D activities more closely to 
manufacturing, process engineering 
and marketing within each division. 


C ommodore invested $6.6 mil¬ 
lion (5 percent of total sales) in 
research and development dur¬ 
ing fiscal 1980. 

These research dollars are particu¬ 
larly well spent since, as a vertically 
integrated company, we derive mul¬ 
tiple returns from each new product 
we develop. A few years ago, for 
example, it was MOS Technology’s 
6502 “Computer-on-a-Chip” micro¬ 
processor which gave rise to the 
now-famous PET computer system. 

One of the best recent examples of 
this integrated approach to R&D is 
the semiconductor group's Video 
Interface Chip (VIC) which combines 
ROM, and video circuitry RAM ad¬ 
dressing on the same integrated cir¬ 
cuit and facilitates interfacing of a 
computer to a standard color televi¬ 
sion set. The result is a new genera¬ 
tion of low-cost computers which 
may be the most important develop¬ 
ment in personal computing since 
the introduction of the original PET. 

In the field of energy control, our 
electronic programmable thermostat 


Special “darkroom" lighting conditions 
are required by the photo lithography 
processes used to etch the surface of the 
light-sensitive silicon wafers. 


New RAM and ROM memory circuits are 
checked for technical accuracy. 

























Manufacturing & 
Production 




S everal major projects were 
undertaken in fiscal 1980 to im¬ 
prove and expand our produc¬ 
tion facilities. Virtually every division 
of the company has been involved in, 
and will benefit from, these capital 
improvement programs which affect 
not only the quantity of products we 
are able to produce, but also their 
quality and complexity. 

Expenditures on plant and equip¬ 
ment in fiscal 1980 totalled $10.6 mil¬ 
lion and are budgeted at $13 million 
for fiscal 1981. 

By the end of the year, we had 
completed about 75 percent of a $4 
million capital improvement program 
at our MOS Technology plant in Valley 
Forge, Pennsylvania which manu¬ 
factures primarily semiconductor de¬ 
vices for sale to outside customers 
and for use in Commodore products. 
Improvements included renovation, 
refurbishing and expansion of the 
entire plant, and the introduction of 
new processing technologies which 
cut our manufacturing costs in half. 
Significant production efficiencies 
came from the expansion from “3” to 
“4 inch wafer” processing facilities. 
As an indication of the efficiencies 
involved, a 4 inch wafer may contain 
1.7 times more semiconductor chips 
than a 3 inch wafer. 

Our Frontier Manufacturing sub¬ 
sidiary also doubled its capacity dur¬ 
ing the past year. 

We are equally optimistic about our 
Optoelectronics liquid crystal display 
facility in Dallas, Texas, which begins 
fiscal 1981 with the capacity to pro¬ 
duce uptol million LCD's per month. 

In Canada, our Office Equipment 
Division initiated a $2.5 million capital 
investment program which will auto¬ 
mate our production facilities and 
enable us to meet continuing strong 
demand for the division’s products. 

In Hong Kong, we stopped man¬ 
ufacturing consumer products and 
began “packaging” (bonding) our 


own semiconductors, which pro¬ 
vides faster turnaround and better 
control of our products. This year we 
also had our first “China connection" 
—with partial processing of liquid 
crystal displays occuring in Canton, 
People’s Republic of China. 

In 1981, in addition to the programs 
already cited, we will: construct a 
new 75,000 sq. ft. building in Norris¬ 
town, Pennsylvania which will house 
a U.S. computer manufacturing 
plant; complete a new 27,000 sq. ft. 
computer manufacturing facility in 
Dallas, Texas; begin manufacturing 
computer products in Braunschweig, 
West Germany; and explore the 
feasibility of establishing a semicon¬ 
ductor facility in Europe. 


Tiny integrated circuits contain perma¬ 
nent (Read-Only) and temporary 
(Random-Access) memory circuits called 
ROMs and RAMs .. .the building blocks of 
modern computers. 


4s part of Commodore’s company-wide 
capital investment program, new automat¬ 
ic insertion equipment was installed at the 
company's computer production facility in 
Santa Clara, California. 


7 

















COMMODORE’S INVESTMENT IN THE FUTURE 


New 

Products 
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Three major new computer products were 
introduced during fiscal 1980-The CBM 
8000 series 80-column computer; 8050 
1-Megabyte floppy disc drive; and tele¬ 
communications modem. The 80-column 
computer with high-capacity disc unit 
represents a major entry in the business 
computing field. The new modem enables 
two or more computers to “talk” to each 
other, and provide access to time sharing 
and tele-computing services. 


Computer Systems 

he most significant new product 
entry in our Computer Systems 
Division during fiscal 1980 
was our 8000-series business com¬ 
puter. The CBM offers commercial 
computing features previously avail¬ 
able on computers costing 3 to 4 
times as much. Superior CBM fea¬ 
tures include a built-in monitor with 
80-column display, business type¬ 
writer keyboard, numeric keypad, 
high capacity disk storage system, 
printer, telecommunications modem, 
and excellent word processing/ 
business software. By fall 1980, we 
will be providing a complete busi¬ 
ness computer system—including 
the 8032 CPU, 8050 one megabyte 
disk drive, hard-copy printer and 
wordprocessing business applica¬ 
tions software. We will, of course, 
continue to produce and market the 
popular PET® personal computer 
system. 


Another new product, introduced 
in June 1980, was our telephone 
“modem" which enables PET/CBM 
users to access mainframe computer 
timesharing/telecomputing networks 
such as THE SOURCE™, or com¬ 
municate with other Commodore 
computers via telephone. 

In 1981, new CBM business system 
products will include 96K and 128K 
computers, a 1.5 megabyte 8-inch 
floppy disk drive, several new hard¬ 
copy printers, a sales terminal with 
cash draw, and a high memory 
capacity hard disk drive. New prod¬ 
ucts designed for the PET® will in¬ 
clude a low-cost single floppy disk 
drive unit and a speech recognition 
system. 

The most significant new product 
planned for 1981, however, is a new 
generation of low-cost computers 
utilizing MOS Technology’s VIC. This 
new small computer will hook up to 
any black and white or color televi- 














sion set and offer a wide variety of 
special features and peripherals de¬ 
signed for both first-time users and 
experienced hobbyist/program¬ 
mers. The VIC computer will be intro¬ 
duced in Japan in October and in 
other parts of the world soon after. 

Semiconductors & Components 

This year, MOS Technology re-engi¬ 
neered virtually all of its products to 
increase product reliability and re¬ 
duce manufacturing costs, and in¬ 
troduced industry standard 64K 
ROMs. 

Frontier Manufacturing introduced 
several new CMOS integrated cir¬ 
cuits this year, including the new 
FR2080 “melody” chip which will be 
used in various consumer products, 
and the FR2222, the industry’s small¬ 
est biplex watch circuit. Plans call for 
the introduction of 10 new products in 
1981, including the FR2070 micro- 
programmable watch circuit which 
will be able to provide timekeeping, 
calculator and musical functions in 
one product, and the 4500 series 
single chip micro computer. 

Complementary to these activities 
are the efforts of our Optoelectronics 
subsidiary to produce large scale 
liquid crystal displays for use with our 
4500 series CMOS, in a variety of 
product applications. 

Consumer Products 

For the past several years, Commo¬ 
dore's success with computers and 
semiconductors has overshadowed 
ourconsumer products division. This 
year, we will be bringing much of our 
new technology to bear on the con¬ 
sumer marketplace with a variety of 
new products, including an elec¬ 
tronic programmable thermostat 
“energy computer” which replaces a 
standard thermostat and enables the 
home or office user to program the 
temperature of his home or office— 
with up to four temperature changes 
per day, seven days per week. This 
product will come in two initial 
models, a heating/cooling model 
which regulates heating and air con¬ 
ditioning, and a heating-only model. 



It is widely expected that well over 
half of the 90 million “residential-type” 
thermostats installed in offices and 
homes in the U.S. will be converted to 
“set-back” and clock-type thermo¬ 
stats over the coming 10 years. 
Commodore intends to have a signif¬ 
icant share of this market. 

Another new energy product being 
targeted for 1981 is a product which 
can reduce the amount of power 
used in a fluorescent lighting system 
by as much as 20 percent. 

We will also re-enter the digital 
watch and calculator market with a 
new line of products which combine 
fashion with function and provide im¬ 
portant price/feature advantages. 

Finally, to demonstrate the extent of 
our creativity, we have developed the 
world’s first cost-effective “musical 
greeting card”—potentially one of 
the most significant innovations in 
this field in more than a decade. 


Commodore’s new electronic program¬ 
mable thermostat is the first of a series of 
new products combining micro-electron¬ 
ics with energy conservation ... to 
be marketed by the Consumer Product 
Division. 


This year, the company's semiconductor 
group introduced a variety of new 
products including microprocessors, 

Ft AMs, ROMs, general logic and time 
keeping circuits. 





































COMMODORE’S INVESTMENT IN THE FUTURE 


Commodore 
Computers 
in Action 
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This Boston law firm uses a Commodore 
CBM wordprocessing system to track 
legal cases, speed the preparation of 
complex documents, and transcribe 
dictation. 


C ommodore computers are 
used in virtually every walk of 
life, around the world ... in busi¬ 
ness, education, engineering, 
process control, science, research 
and entertainment. 

Our CBM business computer sys¬ 
tems are used by retailers, lawyers, 
realtors, bankers, advertising execu¬ 
tives, manufacturers . . . wherever 
there’s a need for wordprocessing, 
bookkeeping, accounting, inventory 
control, sales administration ... not to 
mention the specialized computing 
needs of each individual industry. This 
year, outside software houses de¬ 
veloped more business programs than 
ever for Commodore computers and 
the coming year will see even more. 


In 1979-80, market researchers 
ranked Commodore’s as the domi¬ 
nant educational microcomputer in 
the world. Entire school systems buy 
Commodore on the basis of price/ 
performance, and the ability to put 
more computers on student desks 
without straining tight educational 
budgets. In Germany this year, the 
state of Bavaria chose Commodore as 
their school system's computer over 
more than 40 competing systems. In 
Canada, prestigious institutions like 
Waterloo University and Sheriden Col¬ 
lege use Commodore computers to 
conduct important research in educa¬ 
tional computing that will benefit not 
only coming generations of students, 
but society as a whole. 















Commodore computers are also 
being used to teach first-time users 
ABOUT computers ... at places like 
“Computertown USA” in Menlo Park, 
California, and the United Nations 
International School in New York. 

In engineering and process control, 
our industry-standard IEEE-488 inter¬ 
face bus makes Commodore the 
most logical choice for controlling 
instrumentation, industrial machinery, 
measuring and calibration devices. 
Commodore computers are reliable 
“workhorses” in such demanding envi¬ 
ronments as scientific laboratories, 
manufacturing plants, engineering 
facilities, utilities and maintenance 
shops. 

As a self-contained desktop com¬ 
puter, the Commodore PET/CBM has 
been found to be essentially beneficial 
for handicapped individuals who are 
otherwise unable to work, or even 
communicate. We’re proud of our in¬ 
volvement in a variety of important 
projects internationally which promote 
the use of computers by the hand¬ 
icapped, and to support the United 
Nations which has designated 1981 
the “Year of the Disabled." 


Medical and dental offices make use of 
Commodore systems to computerize their 
patient billings, monitor case histories, 
and provide speedy access to important 
diagnostic information. 


Commodore computers are data 
processing “workhorses" used in 
virtually every type of environment, such 
as a travel bureau in West Germany. 


Students at Canada’s Sheridan College 
(pictured) and Waterloo University work 
with their faculty advisors to develop new 
and innovative applications for micro¬ 
computers while learning about comput¬ 
ers and computing in the process. 
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COMMODORE’S INVESTMENT IN THE FUTURE 


International 

Marketing 
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The Commodore dealer is still our most 
powerful marketing tool. This year, Com¬ 
modore's U.S. regional dealer support 
program provided closer geographic 
support through seven Commodore 
owned and operated regional distribution 
centers. 


O ne of our major strengths as a 
company is our international 
marketing organization. 

The key is our ability to provide 
strong direct marketing support in 
each individual country. The success 
of this "country" concept is especially 
apparent in our Computer Systems 
Division. In the United Kingdom and 
Germany, for example, we are the 
leading supplier of microcomputers 
in the “under $10,000" range and 
even in Japan, where we compete 
against the largest electronics 
companies in the world, we hold a 
respectable share of the microcom¬ 
puter market. In the United States, it 
has been estimated that Commodore 
has the second largest number of in¬ 
stalled microcomputers, and that we 
dominate the educational market. 
Both U.S. and international marketing 
staffs were bolstered this year with 
the addition of new personnel to 
support our business development 
activities. 

In June, 1980 we converted our 
private U.S. distributor system to a 
Commodore owned and operated 
distribution network which will func¬ 
tion under the umbrella of a Com¬ 
puter Systems Sales Division. Seven 
separate regional distribution cen¬ 
ters were in place by the end of June, 
each headed by a general manager 
who will provide close geographical 
support to the dealers in his region 
in the areas of sales, training, promo¬ 
tion, service and warehousing. To in¬ 
troduce this new concept, we estab¬ 
lished a “Regional Dealer Support 
Program” in June which resulted in 
the largest single sales month in the 
computer division’s history. 

In spring, 1980, we launched a 
major national advertising campaign 
in the U.S. designed to promote 
Commodore's “presence" and high¬ 
light our business and educational 
computer systems. In addition to 
magazine advertising and television 
game show promotions, we provided 
posters and other point of sale mate¬ 
rials to all of our Commodore dealers. 

A few of the special events we at¬ 
tended during the year included 










Hanover Fair in West Germany—the 
largest industrial exhibition in the 
world; the National Computer Con¬ 
vention and twice-yearly Consumer 
Electronics Shows in the U.S.; and 
the first annual PetFair, staged in 
London by our Commodore U.K. 
subsidiary. These special events 
provided high visibility for Com¬ 
modore products in the national trade 
and consumer press, among 
dealers, educators, and association 
executives. 

In the Consumer Products Divi¬ 
sion, we reorganized our marketing 
department to prepare for the intro¬ 
duction of our new energy conserva¬ 
tion electronics line and to launch our 
re-entry into the watch and calculator 
market. During the coming year, we 
will be much more visible in the con¬ 
sumer electronics field, not only 
through our new products, but as a 
result of the innovative marketing 
strategies being used to introduce 
them. 

We have also established a market¬ 
ing department in our MOS Tech¬ 
nology division which actively began 
marketing its products to outside 
customers in January with excellent 
success. An initial trade advertising 
campaign highlighted our ability to 
deliver prototype ROMs “within 5 
weeks” with a promise to buy any 
customer lunch in Hong Kong if we 
fail to meet our delivery date. 

In the Office Equipment Division, 
we have expanded our marketing 
program to include several countries 
outside of Canada. 

As shown on the accompanying 
map, Commodore products were 
sold in nearly 50 countries by the end 
of the fiscal 1980. We expect to in¬ 
crease our penetration of several 
more international markets in fiscal 
1981 but are adhering to our philoso¬ 
phy of not entering a new country 
market until we have the production 
capacity and operations/marketing 
staff to assure success. 


In the United Kingdom and elsewhere, 
Commodore-sponsored training pro¬ 
grams help first-time users become 
"computer literate" to get the most out 
of their personal and professional 
computers. 


In the United States, the PET and CBM 
computers were promoted on a variety of 
television game shows during fiscal 1980, 
including Hollywood Squares, Name that 
Tune, The Price is Right and Quiz Kids. 


Commodore is a strong supporter of mul¬ 
ticultural activities. Pictured is Irving 
Gould, Chairman of the Board, presenting 
several computer systems to the United 
Nations International School in New York. 
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Sales & Distribution 



Argentina 

France 

Netherlands 

Spain 

Australia 

Gibraltar 

New Caledonia 

South Africa 

Austria 

Iceland 

New Zealand 

Sweden 

Bahrain 

Indonesia 

Norway 

Switzerland 

Bahamas 

Israel 

Oman 

Tahiti 

Belgium 

Italy 

Peru 

Thailand 

Canada 

Japan 

Portugal 

United Arab Emirates 

Chile 

Kuwait 

Reunion Island 

United Kingdom 

Columbia 

Luxembourg 

Qatar 

United States 

Denmark 

Malaysia 

Saudi Arabia 

Venezuela 

Finland 

Morocco 

Singapore 

West Germany 


Manufacturing Facilities 

Santa Clara, California 
Costa Mesa, California 
Valley Forge, Pennsylvania 
Dallas, Texas 
Toronto, Canada 
Hong Kong, H.K. 
Braunschweig, W. Germany 
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COMMODORE INTERNATIONAL LIMITED AND SUBSIDIARIES 


Management's 
Discussion and Analysis 
of the Summary 
of Operations 


Net Sales 

Net sales for the year ended 30 June 1980 were up 77% over 
1979. The most significant contribution to this increase came 
from the Computer Systems Division which increased its 
revenues by $48.4 million (141 %) over 1979. This increase 
was the result of the substantially increased worldwide mar¬ 
ket for microcomputers, the introduction of several new 
products and the reorganization of the Division’s marketing 
network. The company’s Electronic Components Division 
also contributed to the overall increase in sales. Net sales for 
this Division were up $8.9 million (89%) reflecting the sub¬ 
stantially increased production capacity resulting from a 
major capital expenditure program initiated during fiscal 
1980 allowing the company to meet the growing needs 
of the external marketplace while satisfying its internal 
requirements. 

The company experienced a 42% sales volume increase 
in 1979 over 1978 due to further market penetration of exist¬ 
ing product lines; development of new products; expansion 
of its distributor network and the acquisition of Micro Display 
Systems, Inc. 

Cost of Sales/Gross Profit 

The growth of gross profit as a percentage of sales (1980— 
40%; 1979—32%; 1978—30%) is a result of sales mix; con¬ 
solidation of production facilities; introduction of state of the 
art assembly and production equipment; discontinuance of 
less profitable product lines; certain cost reductions experi¬ 
enced through vertical integration and other economies 
realized as a result of increased productivity. 

Operating Expenses 

Operating expenses increased by $16.1 million (124%) dur¬ 
ing fiscal 1980 and represented 23% of sales as compared to 
18% of sales during both 1979 and 1978. This increase re¬ 
flects the company’s reorganization and increased emphasis 
of its marketing efforts and a further development of the 
international distributor network; the increased administra¬ 
tive costs associated with the Computer Systems Division as 
it takes on a more important role for the company; and an 
expansion of the company’s research and development pro¬ 
gram for new high technology products. 


Interest Expense, Net 

Interest expense increased by a net $1.1 million or 52% in 
1980 over 1979. This increase was the result of substantially 
higher short-term borrowings during 1980 which were nec¬ 
essary to provide working capital to support the significant 
sales growth combined with a much higher prime interest 
rate experienced during the year. This was offset by the 
company’s ability to take advantage of the above normal 
returns in the short-term cash deposit market which gener¬ 
ated $2.3 million in interest income for the company during 
1980. 

Interest expense in 1979 increased by $1 million (91 %) over 
1978 as a result of increased borrowing required to support 
the high sales volume; the acquisition of Micro Display 
Systems, Inc., and a capital expansion program offset by 
reduced interest rates. 

Provision for income Taxes 

The provision for income taxes as a percentage of pre-tax 
income represented 11% in 1980, 25% in 1979 and 35% in 
1978. The major item impacting 1980’s provision was a tax 
benefit of $1.7 million ($.50 per share) related to U. K. “stock 
relief” representing a reversal of previously deferred taxes. 
For a further explanation of the difference between the U. S. 
statutory rate and the rates noted above see Note 3 to “Notes 
to Consolidated Financial Statements.” 

Consolidated Fourth Quarter Results 

Sales during the fourth quarter of 1980 were $36.6 million 
(1979—$26,600,000). Income before extraordinary item for 
the quarter was $6,200,000 in 1980 (1979—$2,100,000). The 
increase in sales of 38% for 1980’s fourth quarter as com¬ 
pared to the same quarter in 1979 is consistent with the 
increased sales that the company experienced throughout 
the year. Income before extraordinary item increased almost 
200% in 1980’s fourth quarter over 1979’s comparable pe¬ 
riod. This increase was the result of an additional $10.0 million 
in sales; improved gross profit due to sales mix and produc¬ 
tion efficiencies; and lower overall effective tax rates primar¬ 
ily the result of the reversal of U. K. taxes—$1 million of which 
was recorded in the fourth quarter. 


COMMODORE INTERNATIONAL LIMITED AND SUBSIDIARIES 


Consolidated Summary 
of Operations 



1980 

Year Ended 30 June 

1979 1978 

1977 

1976 

Net Sales 

$125,600,000 

$71,100,000 

$50,200,000 

$46,200,000 

$55,900,000 

Gross Profit 

50,600,000 

23,100,000 

15,300,000 

11,000,000 

11,700,000 

Operating Expenses 
interest Expense, net 

29,100,000 

3,200,000 

13,000,000 

2,100,000 

9,000,000 

1,100,000 

7,700,000 
1,100,000 

7,600,000 

700,000 


32,300,000 

15,100,000 

10,100,000 

8,800,000 

8,300,000 

Income before income taxes 
and extraordinary item 

18,300,000 

8,000,000 

5,200,000 

2,200,000 

3,400,000 

Provision for Income Taxes: 

Taxes on income 

3,800,000 

2,000,000 

1,800,000 

700,000 

1,700,000 

Income after taxes on 
income, but before reversal 
of U.K. Taxes 

Reversal of U.K. taxes 

14,500,000 

1,700,000 

6,000,000 

3,400,000 

1,500,000 

1,700,000 

Income before 
extraordinary Item 

Extraordinary Item 

16,200,000 

700,000 

6,000,000 

500,000 

3,400,000 

600,000 

1,500,000 

1,700,000 
1,200,000 

Net Income 

$ 16,900,000 

$ 6,500,000 

$ 4,000,000 

$ 1,500,000 

$ 2,900,000 

Earnings Per Share (i) 

Income before 
extraordinary item 

Extraordinary item 

$4.68(2) 

.21 

$1.86 

.16 

$1.08 

.19 

$ .49 

$ .59 
.41 

Net income 

$4.89 

$2.02 

$1.27 

$ .49 

$1.00 

Weighted Average Shares (i) 

3,465,000 

3,240,000 

3,157,000 

3,044,000 

2,898,000 


(1) Earnings per share for fiscal years 1976 through 1979 have been restated to reflect stock splits during fiscal 1980. 

(2) Includes $.50 relating to reversal of U.K. taxes. 


COMMODORE INTERNATIONAL LIMITED AND SUBSIDIARIES 


Consolidated Statements 
of Operations 


Year Ended 



30 June 1980 

30 June 1979 

Net Sales 

Cost of Sales 

$125,600,000 

75,000,000 

$71,100,000 

48,000,000 

Gross Profit 

50,600,000 

23,100,000 

Operating Expenses: 

Selling 

General and administrative 

Research and development (Note 1) 

11,200,000 
11,300,000 
6,600,000 

4,500,000 

4,900,000 

3,600,000 


29,100,000 

13,000,000 

Income from operations 

21,500,000 

10,100,000 

Interest Expense, net of interest income of $2,300,000 in 1980 

3,200,000 

2,100,000 

Income before income taxes and extraordinary item 

18,300,000 

8,000,000 

Provision for Income Taxes (Note 3): 

Taxes on income 

3,800,000 

2,000,000 

Income after taxes on income but before reversal of U.K. taxes 

14,500,000 

6,000,000 

Reversal of U.K. taxes 

1,700,000 

— 

Income before extraordinary item 

16,200,000 

6,000,000 

Extraordinary Item (Note 3) 

700,000 

500,000 

Net income 

$ 16,900,000 

$ 6,500,000 

Earnings Per Share (Note 1) 

Income before extraordinary item (includes $.50 relating to 
reversal of U.K. taxes in 1980) 

Extraordinary item 

$4.68 

.21 

$1.86 

.16 

Net income 

$4.89 

$2.02 
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The accompanying notes are an integral part of these statements. 


COMMODORE INTERNATIONAL LIMITED AND SUBSIDIARIES 


Consolidated 
Balance Sheets 


Assets 

30 June 1980 

30 June 1979 

Current Assets: 

Cash, including certificates of deposit 

Accounts receivable, net of $1,200,000 and $700,000, respectively 
Inventories (Note 1) 

Prepaid expenses 

$ 5,100,000 
25,300,000 
36,100,000 
600,000 

$ 2,600,000 
15,300,000 
23,000,000 
500,000 

Total current assets 

67,100,000 

41,400,000 

Property and Equipment, at Cost (Notes 1 and 5) 

Less-Accumulated depreciation and amortization 

29,500,000 

8,100,000 

19,300,000 

5,000,000 


21,400,000 

14,300,000 

Other Assets: 

Lease deposits and other assets 

Cost in excess of fair value of net assets of 
businesses acquired, net (Notes 1 and 2) 

400,000 

600,000 

1,200,000 


400,000 

1,800,000 


$88,900,000 

$57,500,000 


Liabilities and Shareholders’ Equity 

30 June 1980 

30 June 1979 

Current Liabilities: 

Short-term debt (Note 4) 

Current portion of long-term debt 

Accounts payable 

Accrued liabilities 

Income taxes payable (Note 3) 

$ 2,600,000 

1,000,000 
14,900,000 
6,400,000 
4,200,000 

$11,600,000 
2,300,000 
10,600,000 
3,400,000 
1,600,000 

Total current liabilities 

29,100,000 

29,500,000 

Long-Term Debt (Note 5) 

24,300,000 

5,500,000 

Deferred Income Taxes (Note 3) 

— 

1,700,000 

Shareholders’ Equity (Note 6). 

Common stock $1 par value 

Authorized—5,000,000 shares 

Issued and outstanding—3,300,000 and 1,500,000 shares, respectively 
Contributed surplus 

Retained earnings 

3,300,000 

1,300,000 
30,900,000 

1,500,000 

3,700,000 

15,600,000 

Total shareholders’ equity 

35,500,000 

20,800,000 


$88,900,000 

$57,500,000 


The accompanying notes are an integral part of these statements. 
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COMMODORE INTERNATIONAL LIMITED AND SUBSIDIARIES 


Consolidated Statements 
of Shareholders’ Equity 


Common 



Stock 

($1 Par Value) 

Contributed 

Surplus 

Retained 

Earnings 

Total 

Balance, 30 June 1978 

$1,400,000 

$1,800,000 

$ 9,100,000 

$12,300,000 

Net income 

— 

— 

6,500,000 

6,500,000 

Exercise of employee 

stock options (Note 6) 

— 

200,000 

— 

200,000 

Issuance of shares for 
acquisition of Micro Display 

Systems, Inc. (Note 2) 

100,000 

1,700,000 

— 

1,800,000 

Balance, 30 June 1979 

1,500,000 

3,700,000 

15,600,000 

20,800,000 

Net income 

— 

— 

16,900,000 

16,900,000 

Issuance of shares pursuant 

to stock splits (Note 6) 

1,800,000 

(1,800,000) 

— 

— 

Exercise of employee 

stock options (Note 6) 

100,000 

200,000 

— 

300,000 

Retirement of common 

shares (Note 2) 

(100,000) 

(800,000) 

(1,600,000) 

(2,500,000) 

Balance, 30 June 1980 

$3,300,000 

$1,300,000 

$30,900,000 

$35,500,000 
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The accompanying notes are an integral part of these statements. 


COMMODORE INTERNATIONAL LIMITED AND SUBSIDIARIES 


Consolidated Statements 
ofChanges in 
Financial Position 


Year Ended 

30 June 1980 30 June 1979 


Working Capital was Provided by: 

Income before extraordinary item 

Items not requiring working capital— 

Depreciation and amortization 

Deferred income taxes 

$16,200,000 

3,500,000 

(1,700,000) 

$ 6,000,000 

2,500,000 

1,700,000 

Total working capital provided by operations 

Extraordinary item 

Increase in long-term debt 

Net book value of property and equipment retired 

Common stock issued upon exercise of stock options 

Increase (decrease) in other assets 

18,000,000 

700,000 

19,800,000 

200,000 

300,000 

200,000 

10,200,000 

500,000 

4,100,000 

1,800,000 
200,000 
(400,000) 

Total working capital provided 

39,200,000 

16,400,000 

Working Capital was Applied to: 

Purchase of property and equipment 

Acquisition of purchased business (Note 2) 

Property and equipment 

Cost in excess of fair value of net assets 

Common stock transactions 

Transfer of long-term debt to current portion 

10,600,000 

(1,000,000) 

2,500,000 

1,000,000 

4,400,000 

4,100,000 

1,300,000 
(1,800,000) 
4,000,000 

Total working capital applied 

13,100,000 

12,000,000 

increase in Working Capital 

$26,100,000 

$ 4,400,000 

Changes in Working Capital Consist 
of Increases (Decreases) in: 

Current assets— 

Cash 

Accounts receivable 

Inventories 

Prepaid expenses 

Working capital, net, from acquisitions 

$ 2,500,000 
10,000,000 
13,100,000 
100,000 

$ 1,800,000 
9,200,000 
(2,100,000) 
100,000 
(3,400,000) 


25,700,000 

5,600,000 

Current liabilities— 

Short-term debt 

Current portion of long-term debt 

Accounts payable and accrued liabilities 

Income taxes payable 

(9,000,000) 

(1,300,000) 

7,300,000 

2,600,000 

(700,000) 

1,700,000 

500,000 

(300,000) 


(400,000) 

1,200,000 

Increase in Working Capital 

26,100,000 

4,400,000 

Working Capital, Beginning of Year 

11,900,000 

7,500,000 

Working Capital, End of Year 

$38,000,000 

$11,900,000 


The accompanying notes are an integral part of these statements. 
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COMMODORE INTERNATIONAL LIMITED AND SUBSIDIARIES 


Notes to Consolidated 
Rnancial Statements 

30 June 1980 and 1979 


1. Summary of Accounting Policies 

Principles of Consolidation —The consolidated financial 
statements include the accounts of Commodore Inter¬ 
national Limited and all of its subsidiaries. All significant 
inter-company transactions have been eliminated. 

The consolidated financial statements are expressed in 
United States currency. Non-U.S. monetary assets and 
liabilities are translated at year-end rates of exchange and 
non-monetary assets are translated at historical rates. In¬ 
come and expenses are translated at average rates prevail¬ 
ing during the year except cost of sales and depreciation 
expense which are translated at historical rates. Gains or 
losses resulting from translation are included in the consoli¬ 
dated statement of operations. Such gains and losses were 
not material in 1980 or 1979. 

Inventories —Inventories are stated at the lower of cost 
(first-in, first-out) or market. Inventories used in determining 
cost of sales for the two years ended 30 June 1980, were: 



1980 

1979 

1978 

Finished goods 

Raw materials 

$19,200,000 

$ 8,300,000 

$ 8,700,000 

and work-in- 
process 

16,900,000 

14,700,000 

12,200,000 


$36,100,000 

$23,000,000 

$20,900,000 

Property and Equipment —Major classes of property and 

equipment are as follows: 




30 June 





Estimated 

Description 

1980 

1979 

Useful Lives 

Land 

Machinery and 

$ 1,500,000 

$ 1,500,000 


equipment 
Buildings and 

19,100,000 

10,400,000 

3-10 years 

improvements 
Furniture and 

5,500,000 

5,400,000 

25 years 

fixtures 

800,000 

400,000 

5-10 years 

Tooling 

Leasehold 

1,800,000 

1,200,000 

4 years 

improvements 

800,000 

400,000 

Life of lease 


$29,500,000 

$19,300,000 



Expenditures for maintenance and repairs are expensed as 
incurred. The cost and related accumulated depreciation of 
assets retired or sold are removed from the accounts. Any 
gain or loss is included in the consolidated statement of 
operations. 

Research and Development Costs— The Company ex¬ 
penses all costs of research and development as incurred. 

Other Assets —The cost in excess of fair value of net assets 
of businesses acquired arose primarily in connection with the 
acquisition of Micro Display Systems, Inc. (see Note 2). 

Investment Tax Credit —The Company accounts for U.S. 
investment tax credits as a reduction of the provision for 
income taxes in the year in which the related credit is utilized. 

Earnings per Share —Earnings per share is calculated using 
the weighted average number of shares of common stock 
and common stock equivalents (stock options) outstanding 
during each year. The weighted average number of shares 
used to compute earnings per share was 3,465,000 and 
3,240,000 in 1980 and 1979, respectively. The weighted av¬ 
erage number of shares for 1979 have been restated to 
reflect two stock splits during fiscal 1980 (see Note 6). Pri¬ 
mary and fully diluted earnings per share are essentially 
the same. 

2. Acquisition 

In February, 1979, the Company acquired, in a purchase 
transaction, all of the outstanding common stock of Micro 
Display Systems, Inc. (MDSI), a manufacturer of liquid crys¬ 
tal watches, for 100,000 shares of the Company’s common 
stock (225,000 shares after stock splits). The reacquisition 
and retirement of 100,000 of the shares during 1980 repre¬ 
sented an adjustment to the purchase price resulting in the 
elimination of the cost in excess of fair value of net assets 
acquired. If MDSI had been acquired as of the beginning of 
fiscal 1979, unaudited consolidated proforma results would 
have reflected net sales of $78,200,000 and net income of 
$700,000 ($.20 per share) in 1979. 


Depreciation has been provided using primarily the straight- 
line method over the estimated useful lives of the assets for 
both financial reporting and income tax purposes. 


3. Income Taxes 

The difference between the statutory U.S. Federal income tax 
rate and the Company’s effective tax rate is explained below: 


1980 1979 

(Thousands of Dollars) 

Percent Percent 



Amount 

of 

Income 

Amount 

of 

Income 

United States 
statutory rate 

$8,400 

46% 

$3,800 

47% 

Increases (reductions): 
Net effect of 
non-U.S. tax rates 

(600) 

(4) 

(300) 

(4) 

Subsidiaries incor¬ 
porated in a 
jurisdiction which 
does not levy 
income taxes 

(6,400) 

(35) 

(2,100) 

(26) 

Losses not included 
in U.S. consolidated 
tax return 

1,900 

10 

300 

4 

Reversal of U.K. 
taxes 

(1,700) 

O) 



Other, net 

500 

3 

300 

4 


$2,100 

11% 

$2,000 

25% 


Utilization of prior year loss carryforwards in the U.S. and 
certain other countries has been treated as an extraordinary 
item in the consolidated statements of operations. 

At 30 June 1980, the Company’s U.S. subsidiaries had net 
operating loss carryforwards of approximately $14,000,000 
available to reduce future taxable income. The carryforwards 
have the following expiration dates (000’s omitted): 


1983 

$ 1,900 

1984 

1,300 

1985 

6,100 

1986 

1,200 

1987 

3,500 


$14,000 


In addition, the Company has U.S. investment tax credit 
carryforwards of approximately $800,000. 

In 1980, the Company has recorded a tax benefit of 
$1,700,000 ($.50 per share) related to U.K. “stock relief” 
representing a reversal of previously deferred taxes. 


4. Short-Term Debt 


1980 


1979 


Notes payable to banks $ 600,000 

Lines of credit 2,000,000 

Facilities agreements, 
prime plus .75% — 

Notes payable, 

prime plus .75% — 

$2,600,000 


$ 1,400,000 
1 , 200,000 

6,300,000 

2,700,000 
$11,600,000 


The maximum month end borrowings for notes payable to 
banks during 1980 were $11,200,000 (1979—$1,600,000). 
The average borrowing outstanding during 1980 was 
$7,600,000 (1979—$900,000) at a weighted average inter¬ 
est rate of 14.4% (1979—7.6%). 

The Company has lines of credit involving a number of inter¬ 
national banks. During fiscal 1980, the highest balance 
owing under these arrangements was $5,200,000 (1979— 
$1,400,000). The average balance owing was $3,100,000 
(1979—$900,000) and the weighted average interest rate 
was 14.8% (1979—8.4%). The weighted average interest 
rate at 30 June 1980 was 12.7% (1979—7.1 %). 

In 1979, the Company entered into a facilities agreement with 
a bank, which provided borrowings up to $7,000,000 for the 
Company’s U.S. subsidiaries; $5,000,000 for its European 
subsidiaries; and a $5,000,000 letter of credit draft line for its 
Asian subsidiaries. As of 30 June 1980, the Company en¬ 
tered into a Revolving Credit Agreement with the bank (see 
Note 5) which converted $7,000,000 of this facility to long¬ 
term and the remaining balance was repaid. The highest 
month end borrowings under this arrangement in 1980 were 
$12,000,000 (1979—$8,400,000). The average borrowings 
outstanding during 1980 were $9,000,000 (1979— 
$5,000,000) and the weighted average interest rate was 
15.7% (1979—12.4%). 

In March 1979, the Company acquired debt of $2,700,000 
payable in one year with weig hted average interest in 1980 of 
16.5% (1979—12.5%). 




COMMODORE INTERNATIONAL LIMITED AND SUBSIDIARIES 


Notes to Consolidated 
Financial Statements 

(continued) 


5. Long-Term Debt 



1980 

1979 

Unsecured 

Prime revolving credit, due 

July, 1982 

$ 4,000,000 

$ — 

Short-term lines (see below) 

3,000,000 

— 

Prime plus .25% revolving credit 
due June, 1983 

7,000,000 

_ 

Prime plus .75% notes payable, 
due July, 1981 

5,000,000 

2,000,000 

Secured 



Real estate mortgage, 9.5%, 
due in varying amounts 
through 2005 

1,400,000 

1,400,000 

Capitalized equipment lease 
obligations averaging 7.8%, 
payable in varying amounts 
through 1986 

4,900,000 

2,800,000 

10% note payable, due 

January, 1980 collateralized by 
certain machinery 

and equipment — 

1,600,000 


25,300,000 

7,800,000 

Less current portion 

1,000,000 

2,300,000 


$24,300,000 

$5,500,000 


On 30 June 1980, the Company entered into a $7,000,000 
Revolving Credit Agreement with two banks. The agreement 
requires, among other things, that the Company maintain 
certain financial ratios, levels of working capital and net 
worth, and a compensating balance of 5% of the used por¬ 
tion of the line. The Company utilized $4,000,000 of this line 
on 30 June 1980, and the remaining $3,000,000 subsequent 
to year end to refinance short-term lines of credit. Accord¬ 
ingly, at 30 June 1980, $3,000,000 of short-term lines of credit 
have been classified as long-term debt in accordance with 
U.S. Financial Accounting Standards Board Statement No. 6. 


On 30 June 1980, the Company entered into a second 
$7,000,000 Revolving Credit Agreement with a bank. This 
agreement requires, among other things, that the Company 
maintain certain financial ratios, levels of net worth and work¬ 
ing capital, and a compensating balance equal to 5% of the 
commitment and 10% of the used portion of the line. 

Approximate annual maturities of long-term debt for the five 
fiscal years after 30 June 1980, are as follows (000’s omitted): 


1981 

$ 1,000 

1982 

6,200 

1983 

15,000 

1984 

800 

1985 

800 

Later years 

1,500 


6. Common Stock 

Stock Splits —During fiscal year 1980, the Company had two 
three-for-two stock splits. 

Stock Options —In 1974, the Company instituted an Em¬ 
ployee Stock Option Plan which was designed to qualify 
under Section 422 of the U.S. Internal Revenue Code, as 
amended. Oualified options were granted at market value, 
expire in five years, and are exercisable in cumulative annual 
increments of 33%, nine months after the date of grant. There 
are no further shares available for grant under this plan. 

A summary of transactions relating to qualified stock options 
during 1980 and 1979 is shown below (1979 figures restated 
to reflect stock splits): 



Number 

Average 



of 

Price Per 



Shares 

Share 

Total 

Outstanding at 

30 June 1978 

105,437 

$ 1.76 

$ 186,000 

Granted 

71,888 

8.72 

627,000 

Exercised 

(49,894) 

1.52 

(76,000) 

Cancelled 

Outstanding at 

(32,625) 

5.24 

(171,000) 

94,806 

5.97 

566,000 

30 June 1979 

Granted 

57,500 

12.56 

722,000 

Exercised 

(61,169) 

2.53 

(155,000) 

Cancelled 

Outstanding at 

(28,762) 

11.67 

(336,000) 

62,375 

$12.78 

$ 797,000 

30 June 1980 


Options outstanding at 30 June 1980 were held by nineteen 
employees and range in exercise price per share from $8.00 
to $25.92. These options expire on various dates from 12 
December 1983 to 21 January 1985. There were 11,875 and 
12,935 shares exercisable under the terms of the plan at 30 
June 1980 and 1979, respectively. 

In 1980, the Board of Directors approved a new Employee 
Stock Option Plan for certain officers and key employees to 
purchase up to 250,000 shares of the Company’s common 
stock. Options expire in six years and are exercisable in 
annual increments of 20% one year from the date of grant. At 
30 June 1980, options to purchase 32,750 of the Company’s 
common stock under this plan at an average price per share 
of $28.90 (exercise prices range from $22.00 to $34.00) were 
held by ten employees. These options expire on various 
dates from 30 November 1985 to 12 June 1986. 

During 1980 and 1979, the Board of Directors also approved 
certain non-qualified options under substantially the same 
terms as the 1980 Plan. At 30 June 1980, non-qualified op¬ 
tions to purchase 16,050 shares at an average price per 
share of $9.10 (exercise prices per share range from $3.98 to 
$12.00) were held by four employees. These options expire 
on various dates from 1 July 1984 to 4 September 1985. 

7. Leases 

Operating Leases 

The Company and its subsidiaries occupy certain manufac¬ 
turing facilities and sales offices under lease agreements 
expiring at various dates to 2001. Annual rental expenses 
under these leases were $1,200,000 in 1980 and $1,000,000 
in 1979. Aggregate minimum rental commitments remaining 
under these contracts as of 30 June 1980 are as follows: 


Year Ended 30 June (000’s omitted) 


1981 

$ 900 

1982 

600 

1983 

400 

1984 

200 

1985 

200 

Later years 

1,400 


Capital Leases 

In addition to the above mentioned operating leases, the 
Company leases certain machinery and equipment under 
long-term leases which are treated as capital leases. The 
future minimum lease payments under capital leases less 
amounts representing interest as of 30 June 1980 are as 
follows: 


Year ended 30 June (000’s omitted) 

1981 

$1,300 

1982 

1,300 

1983 

1,100 

1984 

900 

1985 

700 

Later years 

300 

Total minimum lease payments 

5,600 

Less: Amount representing interest 

700 

Capitalized lease obligations 

$4,900 


The gross value of property under capital leases included in 
machinery and equipment as of 30 June 1980 and 1979 is 
$6,300,000 and $3,500,000, respectively. 







COMMODORE INTERNATIONAL LIMITED AND SUBSIDIARIES 


Notes to Consolidated 
Financial Statements 

(continued) 


8. Product Group Information 

(000’s omitted) 


Product Segments 



Computer 

Systems 

Consumer 

Products 

Electronic 

Components 

Office 

Equipment 

Eliminations 

Consolidated 

1980 

Sales to unaffiliated customers 
Intersegment sales 

$82,800 

$11,100 

$18,900 

9,300 

$12,800 

2,600 

(£ _ 

(11,900) 

$125,600 

Net sales 

$82,800 

$11,100 

$28,200 

$15,400 

$(11,900) 

$125,600 

Income (loss) from operations 

$25,500 

$ (6,900) 

$ 2,400 

$ 1,500 

$ (1,000) 

$ 21,500 

Interest expense, net 






(3,200) 

Income before income taxes and 
extraordinary item 






$ 18,300 

Identifiable assets 

$53,300 

$13,700 

$19,700 

$ 5,900 

$ (3,700) 

$ 88,900 

Depreciation expense 

$ 1,000 

$ 300 

$ 1,800 

$ 200 

$ — 

$ 3,300 

Capital expenditures 

$ 4,900 

$ 300 

$ 4,700 

$ 700 

$ — 

$ 10,600 

1979 

Sales to unaffiliated customers 
Intersegment sales 

$34,400 

$15,900 

$10,000 

7,800 

$10,800 

700 

(g _ 

(8,500) 

$ 71,100 

Net sales 

$34,400 

$15,900 

$17,800 

$11,500 

$ (8,500) 

$ 71,100 

Income from operations 

$ 6,600 

$ 1,600 

$ 1,300 

$ 800 

$ (200) 

$ 10,100 

Interest expense, net 






(2,100) 

Income before income taxes and 
extraordinary item 






$ 8,000 

Identifiable assets 

$21,800 

$19,000 

$15,000 

$ 4,600 

$ (2,900) 

$ 57,500 

Depreciation expense 

$ 300 

$ 500 

$ 1,400 

$ 200 

$ — 

$ 2,400 

Capital expenditures 

$ 700 

$ 4,500 

$ 2,800 

$ 500 

$ — 

$ 8,500 






Geographic Segments 



North 

America 

Europe 

Asia 

Eliminations 

Consolidated 

1980 

Sales to unaffiliated customers 

Intersegment sales 

$45,900 

44,500 

$60,800 

$18,900 

18,800 

(£ _ 

(63,300) 

$125,600 

Net sales 

$90,400 

$60,800 

$37,700 

$(63,300) 

$125,600 

Income from operations 

$ 3,600 

$18,100 

$ 1,600 

$ (1,800) 

$ 21,500 

Interest expense, net 





(3,200) 

Income before income taxes and 
extraordinary item 





$ 18,300 

Identifiable assets 

$52,400 

$31,200 

$11,200 

$ (5,900) 

$ 88,900 

Depreciation expense 

$ 2,800 

$ 100 

$ 400 

$ 

$ 3,300 

Capital expenditures 

$ 9,000 

$ 600 

$ 1,000 

$ — 

$ 10,600 

1979 

Sales to unaffiliated customers 

Intersegment sales 

$33,600 

20,000 

$26,800 

2,800 

$10,700 

11,300 

<£ _ 

(34,100) 

$ 71,100 

Net sales 

$53,600 

$29,600 

$22,000 

$(34,100) 

$ 71,100 

Income from operations 

$ 7,000 

$ 1,800 

$ 1,500 

$ (200) 

$ 10,100 

Interest expense, net 





(2,100) 

Income before income taxes and 
extraordinary item 





$8,000 

Identifiable assets 

$40,900 

$10,600 

$ 8,900 

$ (2,900) 

$ 57,500 

Depreciation expense 

$ 2,100 

$ 100 

$ 200 

$ — 

$ 2,400 

Capital expenditures 

$ 7,300 

$ 700 

$ 500 

$ — 

$ 8,500 








Auditors’ Report 


To the Shareholders of Commodore International Limited: 

We have examined the consolidated balance sheets of 
Commodore International Limited (a Bahamian Corporation) 
and subsidiaries as of June 30,1980 and 1979, and the 
related consolidated statements of operations, shareholders’ 
equity and changes in financial position for the years then 
ended. We have also examined the accompanying consoli¬ 
dated summary of operations for each of the five fiscal years 
in the period ended June 30,1980. Our examinations were 
made in accordance with generally accepted auditing 
standards and, accordingly, included such tests of the ac¬ 
counting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, the financial statements referred to above 
present fairly the financial position of Commodore Inter¬ 
national Limited and subsidiaries as of June 30,1980 and 
1979, and the results of their operations and the changes in 
their financial position for the years then ended, and the 
consolidated summary of operations summarizes fairly the 
results for each of the five fiscal years in the period ended 
June 30,1980, in conformity with generally accepted ac¬ 
counting principles applied on a consistent basis. 


Arthur Andersen & Co. 


Philadelphia, Pennsylvania 
July 31,1980 


Common Stock Information* 

The high and low quarterly common stock prices on the 
American Stock Exchange for the past two fiscal years are 
as follows: 


First Guarter 
Second Guarter 
Third Guarter 
Fourth Quarter 


Fiscal 1980 
Fligh-Low 

20 -13% 
32%-16 
39%-22% 
3514-25% 


Fiscal 1979 
Fligh-Low 

15%-11 
13%-6'/8 
12 -7 
15%-10% 


'All common stock prices have been adjusted to reflect stock splits 
during fiscal 1980. 
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